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Director 112020thStreetNW
FederalGovernmentAffairs WashingtonDC 20036

202 4573120
FAX 202 457 3110

December6, 2002

Ms. MarleneDortch
Secretary
FederalCommunicationsCommission
~ l2~Street,SW,RoomTWB-204
Washington,DC 20554

Re: Noticeof Oral Ex ParteCommunication,In theMatterofReviewofthe
Section251 UnbundlingObligationsofIncumbentLocal Exchange
Carriers,CC DocketNos.01-338, 96-98and98-147

DearMs. Dortch:

OnDecember4, 2002,Bob Quinn andtheundersigned,representingAT&T, met
with DanGonzalez,Legal Assistantto CommissionerKevin Martin. Thepurposeof the
meetingwasto discussthesignificanteconomicimpairmentsfacedby CLECsin the
provisionofserviceto residentialandsmall businesscustomersin aUNE-L environment,
andto discussthe economicandotherimpairmentsthatrequirecontinuedaccessto UNE
transportandhigh capacityUNE loops. All commentsatthemeetingwereconsistentwith
thecommentsand expartesubmissionspreviouslyfiledby AT&T in this proceeding,and
with theattachedpresentationmaterials.

Consistentwith Commissionrules,I amfiling oneelectroniccopyofthis notice
andrequestthatyouplaceit in therecordoftheabove-referencedproceedings.

Sincerely,

JoanMarsh

cc: DanGonzalez ThomasNavin
RobertTanner JeremyMiller
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ILEC COSTESTIMATE INFORMATION:

WhenanILEC activatesservicefor aretail customer,thecustomerioop mustbe coimectedto theswitch
port. Eithera shortpairofwires is run betweentheloop andtheswitchport appearancesontheMain
DistributionFrameor, if theconnectionwasleft in place,a softwaretransactionactivates
service. Theconnectionbetweenthe loopandtheswitch functionality for theILEC is ashortcopperpair
thatrepresentsa costwell under50 centspermonth.

CLEC COSTESTIMATE INFORMATION:

ALL COSTSREPRESENTEDN THIS PRESENTATIONARE CONSERVATIVEESTIMATESOF
AVERAGE 1NDUSTRYCOSTSRELYNG ON A RANGE OF1NDUSTRY1NPUTSAND ARE NOT
NECESSARILYREFLECTIVEOFAT&T’S ACTUAL COSTSFORA PARTICULARWIRE
CENTER’SLOOPCOLLECTIONAND BACKHAUL NETWORK.
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Whenan CLEC attemptsto providevoice gradeserviceoveraTJNE-L, it mustinvestin anextensiveloop collection
andbackhaulinfrastructureto replacetheequivalentof theILEC tie-pair. First, theCLEC mustdigitize, concentrate
andmultiplex everyUNE-L topermittransmissionofthe customers’communicationsto adistantswitchinglocation.

The averagephysicalcollocationrecurringmonthlyrentalcharges(bystate)rangefrom $1,200(CT) to $8,200(NY)
permonthbaseduponRBOC charges. Variations in thechargesforpower,requirednumberof feeds,andrentalof
theactualfloor spaceaccountfora largepartofthevariations. A largecollocationwill havefrom 1,000to 3,000lines
(an averagesizeRBOC LSOhasabout15,000DSO equivalents,sosuchvolumesimply asinglecarriercaptures7%to
20%share).Nevertheless,it is theoreticallypossibleto placeup to about 9,000linesin a 100squarefoot cage. Thus,
themonthlycollocationrentalminimally representsacostof from $1.20($1,200/1,000)to $2.73 ($8,200/3,000),or
roughly$1 to $3. A rule ofthumb is thattheamortizedspacepreparationcostsimposedby the ILEC (e.g.,for
preparingthefloor space,segmentingit into cages,providingpowerfeedsandHVAC, etc.)will be in therangeof the
monthlyrecurringcosts. Thus if themonthlyrecurringcostsrangefrom $1 to $3 permonth,thentheamortized
monthlycostfor thespacepreparationwill bein thesamerange.

AverageRBOC collocationcostsareabout$4,2~0andspacepreparationcostsarelikely to beabout$225,000(or
$5,087permonth)for atotalof $9,287permonth. A full 100squarefootcollocationcanpractically hold6,000to
8,000lines, sothe absolutebestthatcanbeexpectedis acollocationcostof slightly under$1 .40/line($9,287/7,000),
butfor still-large collocationsof 3,000to4,000lines,actualper-line costswill be aboutdoublethe$1.40figure.

The DSO infrastructure,includingDLC, DSX,muxes,framework, fusebaysandinstallation,foracollocationhaving
1,000to 3,000lines, canbe in therangeof about$188,000(for 1,000lines)to about$363,000(3,000 lines),which
equatesto amonthly costper line of $3.15(3,000 lines)to $5.29(1,000lines),or roughly$3 to $5. Thebest
theoreticallyachievablecostif thecollocationsupportstheverymaximumrangeof lines (6,000to 8,000) is in the
rangeor $2.53(8,000 lines)to $2.68(6,000 lines). At 7,000lines,theaveragecostis $2.31for equipmentand$0.24
for maintenance.

Thesefiguresareconfirmedas quitereasonablewhencomparedwith theCommission’sSynthesisModel. This model
costsa 1,000line DLC atabout$187,000,anda3,000line DLC at$499,000.
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In ordertobackhaulthe loop fromthecustomer’swire centerto theCLEC switch location,afacility
will typically connectthecustomer’swire centerto anaggregationhub wheretheCLEC likely hasa
facility-basedcollocation. BaseduponprevailingRBOC specialaccesstermplans,andassumingno
channelterminationsarerequired,thecostofbackhaulfor 1,000to 3,000linesundera5-yearterm
planin theleastcostlyRBOC territory will be in therangeof $0.19($510/2,688)to $0.51
($51011,000)per line permonth(while a3-yearplan in acostlyRBOCyieldsarangeof $0.74
($1,990/2,688)to $1.99($1,9901l,000).[Therangeis ($0.19+$0.74)/2to ($0.51+$1.99)12,which
wasgeneralizedto arangeo $0.50to $1.50. At maximumcageutilization, thiscostwill be in the
rangeof $0.19to $0.26per line if a5-yearcontractis employedin low-costRBOCterritory ($0.22
for 7,000lines). (In therangeof 6,000-8,000lines, 3 DS3sarealwaysrequired)

Transportcostsfromthenodeareafunctionof thelevelof utilizationofthe nodefacility andthe
efficiencywith whichtherequiredDS3sarefilled. If thenodetransportis filled to 80%of capacity,
thecostperDS3 is $841/monthandtheunit costfor 3,000linesis about$0.50per line. ($841*2
DS3sfor 3,000lines at4:1 concentration)/3,000lines. If thetransportfacility is onlyhalf full, the
DS3 averagecostis $1,357andfor 1,000linesoneDS3 is requiredfor an averagecostof$1.36per
line. Fromapracticalstandpoint,thebestthatcanbe achievedis 6,000-8,000linesrequiring3
DS3s. Assumingthat aCLEC canbuild afacility thatit justmanagestojustify (supporting18 DS3s
oftraffic), thecostperDS3 is $1,809andthe averagecostper line is$0.68to $0.90per line
((1,809*3)/8,000to (1,809*3)/6,000).At themid-point, thecostis $0.79,sothecombinedbackhaul
costis somewhatover$1.00perline. Notethatthelow backhaulfill is not aresultofpoorfacility
managementonthepartoftheCLEC butis insteaddueto theinability to aggregatesufficient
demandattheILEC LSOswherecollocationis established.

At thispoint, theCLEC whichcan acquirehuge6,000to 8,000linesout a asinglewire centerhasa
tie pair inplacethatcostsabout $4.96(= $1.40collo + $2.31DLC infrastructure+ $1.01backhaul
+ $0.24maintenance).But for morereasonablysized1,000to 3,000line collocations,thecostis
closerto $8.91(= $2.80collo + $4.22DLC infrastructure+ $1.65backhaul+ $0.24maintenance).

AT&T

ILEC vs. CLEC loop interconnection

~LJL~J~
‘~..............:

$1-$3 51-53 $3-$5 50.50-51.50
Cob build Cob rent PLC Transport

11.11.2002

— ILEC BackhaulNetwork

— CLECBackhaulNetwork

$0.50-$1.30
CLECmuxing/backbaul/X.conn

AT&T 3

12/6/2002 3



AT&T

12/6/2002

TheCLEC cantheninitiate servicevia ahot cut. Assuminga medianchargeof $35/loopandthat
equivalentcostsareincurredby theCLEC to coordinatethework plus 10-20%rework,thisaddsa
costof about$2.23/looppermonth(assuminga36-monthrecoveryperiod).

The sametie-paircost(astheILEC) wouldalsoexist.

Detail:
MedianHot Cutcharge= $35.00
Internal Cost =$35.00

15%rework($70*15) =$l0.50

averagetransfercost/successfultransfer= $80.5
averageaccountlife = 36 months
cost/month(without anyfinancingcost)= $2.23/month

Therefore,CLEC dial-toneis deliveredataminimumunit costdisadvantageof $7.19/month
($4.96+$2.23),assumingboththeILEC andCLEC incurandequalchargefor thecross-connection
atthemainframe

Notethatthestatehot cut chargesarehighlyvariable,rangingfrom alow of $2.38in MN to ahigh
of $194.22in AZ/ Amortized overa36-monthperiodandreflecting 15% rework(andnot
accountingforany),thecostsassociatedwith ILEC chargescanrangefrom alow of under0.$10
($2.38*1.15)/36per line permonthtoahighof over$6.00/linepermonth(l94.22*l.15)/36.

SeealsoNovember24, 2002AT&T expartecontainingdetaileddiscussionsof thecostofbuild
CLEC back-haulinfrastructure. In particular,thisex partediscussedthefactthatSBC appearsto
havestipulatedto roughlytheseextracostimpairmentsto aCLEC seekingtocollectandbackhaul
unbundledvoice-gradeloops.
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